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ABSTRACT 
 
 
 
Governments in Australia are in the process of implementing accrual reporting for their 
departments and governments as a whole.  The central issue of this paper is to provide an 
explanation as to how general purpose financial reporting became a significant issue for 
governments in Australia.  Agenda setting literature provides the framework within which to 
analyse the specific events and strategies used by public sector accountants to promote accrual 
technologies.  The main finding of the research is that accrual technologies have been promoted 
by public sector accountants working from within government institutions, and often aligned 
with the organised accounting profession.  Prior to the late 1980s the Auditors-General were the 
main actors involved, however, more recently, accounting technologies have been promoted by 
accounting policy units within Treasuries and Departments of Finance.  The paper concludes 
with a call for future research on the implications of such accounting changes for organisational 
and social functioning. 
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 THE INTRODUCTION OF ACCRUAL REPORTING POLICY FOR  
 GOVERNMENT DEPARTMENTS: AN AGENDA SETTING EXPLANATION 
 
INTRODUCTION 
 
In Australia, during the past two decades there has been a focus on the financial reporting 
policies of public sector agencies.  Financial reporting policy is determined in the central 
agencies of Departments of Finance and Treasuries, and is subject to the requirement to comply 
with certain international standards such as the International Monetary Fund's Government 
Finance Statistics (GFS) model, and the United Nation's System of National Accounts (SNA).  
The SNA model is a modified  accrual system, while GFS has, until recently, been largely cash 
based.  Currently, accrual reporting models based upon accounting standards developed by the 
accounting profession's Public Sector Accounting Standards Board (PSASB), have been 
promoted over cash models.  Reflecting on the state of accrual reporting in Australia in 1997, 
Micallef (1997:50) notes that most government agencies and governments are in the process of 
implementing accrual reporting.  
 
Accounting researchers have highlighted possible implications of the reforms: in particular, for 
the quality and quantity of public sector services (for example, see Parker 1993); and 
accounting's role in organisational and social change (for example, see Hopwood 1984).  Yet, in 
spite of the magnitude and consequences of the reforms there has been little sustained research 
into how accrual reporting has been promoted as a key accounting technology for use in the 
Australian public sector.  As accounting technologies invade more areas of the public sector, an 
investigation of the processes involved in public sector rule-making serves to reveal the political 
and other motivations shaping public accounting systems.  While there is a need for extensive 
research into the implications of such accounting changes for organisational and social 
functioning, the central issue of this paper is to provide an explanation as to how general purpose 
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financial reporting became a significant issue for governments in Australia.  The paper does not, 
however, seek origins or causes for this accounting technology, but rather it focuses on an 
explanation of the sets of conditions, the specific events and the methods and strategies used by 
adherents to promote the technology (Miller and Napier 1993).   
 
The role of the accounting profession in the promotion of public sector financial reporting has 
been the source of limited research.  Walker (1989), Shand (1989b) and Chua and Sinclair 
(1994) have examined the formation of the PSASB.  They generally concur that the PSASB was 
late in its entry into the public sector accounting standard setting process, and that the PSASB 
was formed by the accounting profession to protect its own interests in the standard setting area.  
While the formation of the PSASB has received some attention, the role of the PSASB and the 
accounting profession in the broader change processes in government financial reporting since 
1983 has not received the attention of researchers.  
 
Other public sector accounting researchers have concentrated on the broader changes in the 
public sector that provide the context in which public sector accounting developments have 
emerged (Broadbent and Guthrie 1992; Guthrie 1994).i  UK researchers (for example, Gray and 
Jenkins 1986 and Humphrey, Miller and Scapens 1993); New Zealand researchers (Ball 1990, 
1992 and McCulloch and Ball 1992); and Australian researchers, (Guthrie 1994 and Parker and 
Guthrie 1990) all argue that public sector accounting changes are `underpinned' by a 
`managerialist' philosophy.  The insights from these contextual studies provide evidence of the 
links between broader changes in the public sector and changes in accounting techniques, and 
they reinforce the importance of examining the political and economic context in which changes 
to financial reporting have taken place.  However, these studies do not contain an analysis of the 
specific actors and processes which have shaped the final policy outcome - the promotion of 
accrual reporting by government agencies (Guthrie 1990:243).  It is the aim of this paper to 
provide such an analysis. 
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While the current public sector financial reporting literature provides some disparate 
explanations of parts of the change process, it provides no clear framework within which to 
examine, in a systematic manner, the promotion of accrual reporting for government agencies.  
The agenda setting literature provides such a framework. 
  
AGENDA SETTING FRAMEWORK - THEORY AND METHODOLOGICAL 
GUIDELINES 
 
Miller and Napier (1993:644) argue that contemporary accounting practices are historically 
contingent, emerge under particular conditions, and need to be examined as an "historically and 
geographically localised result of the composition of various lines of force".  An agenda setting 
framework would satisfy these conditions.  Such a framework seeks to explain how a particular 
issue has arisen, and what combination of factors has shaped that issue.  The focus of the analysis 
is on the relationship between various actors (both individual and institutional) in the policy 
process, the different role each performs, and their effect on policy outcomes (Kingdon 1984:72). 
 The strength of such a framework is that it allows "an otherwise disparate range of facts to be 
merged" to provide a clearer understanding of the forces that move policy formulation processes 
in one direction or the other (Cobb and Elder 1972:viii).  As Kingdon (1984:2) argues, an 
understanding of the overall process - "the puzzle"  - is "crucial" to both academics and 
practitioners in the field. 
 
The agenda setting framework has been used in a variety of contexts.  For example, Weaver 
(1996) uses it to explain `reinventing government' (the effort to harness a long-term erosion of 
public trust in government) in the US.  Downs (1972) used it to explain the rise and fall of 
ecology on the government agenda.  He argues that a systematic "issue attention cycle" whereby 
 a "problem suddenly leaps into prominence, remains there for a short time, and then - though 
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still largely unresolved - gradually fades from the center of public attention", adequately 
describes the American public's attention to domestic issues (Downs 1972:38).  Kingdon (1984) 
has used it to explain the formulation of transportation policy and health policy in the US.  The 
contribution of Kingdon's framework was recognised by Considine (1994:138) when he stated 
that: 
 
A great deal of the policy developed by governments emerges as a response or reaction to issues 
over which they have limited control.  Little is known of the way the policy agenda is 
formed, how items come to find their priority listing, nor why some things appear to move 
rapidly up the agenda and into action, while others languish at the edge of attention.  
Kingdon's (1984) study provides one of the few insights into this process. 
 
Kingdon's (1984) framework is used in this paper to examine the development of accrual financial 
reporting policy in the Australian public sector.   
 
The agenda setting framework draws a distinction between two agendas: a political agenda, which 
comprises the broad issues that are within the jurisdiction of government authorities and on which 
they may take action; and a policy agenda, which is the list of subjects that are awaiting detailed 
policy formulation, that is, for which solutions are being sought.ii  There are two sets of factors that 
affect these two agendas: the actors in the particular policy domain; and the processes by which 
agendas are set (Kingdon 1984:16).   
 
Different actors operate to influence each agenda.  Actors can be individuals or institutions.  
Although many actors are influential in raising and advancing ideas in a particular policy domain, 
some keen advocates are recognised as being at the forefront of new ideas - and promoting a 
particular line of change.  The activities of these key "policy entrepreneurs", as Kingdon (1984:189) 
calls them, is crucial to the progress of an issue.  They raise the awareness of an issue early in its life 
and "soften up" other actors to their policy ideas (Kingdon 1984:189).  They are active in 
influencing both the political and policy agendas (Considine 1994:21).   Actors who seek to affect 
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the political agenda need to have the ability to `go public'.  In the Australian financial reporting 
domain, Public Accounts Committees (PACs), Auditors-General and the organised accounting 
profession, are the major actors who seek to influence the political agenda.  In contrast, policy 
specialists have more effect on the policy agenda.  Detailed policy formulation is the task of these 
specialists.  The PSASB and the Treasuries and Departments of Finance are the main institutional 
actors who influence the policy agenda (Ryan 1995).   
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While actors are crucial to agenda setting, different processes are also instrumental in setting 
agendas.  The agenda setting model proposes that policy formulation occurs in three phases; issue 
creation, issue expansion and policy response (Cobb and Elder 1972).   Although there are many 
groups and individuals in society who have particular policies they would like changed, many of 
their demands for policy change never enter the political system at all.  To enter the political 
agenda, demands must first be created as an issue.  The process of issue creation means that a 
`demand' for policy change is converted into an `issue' by bringing it to the attention of actors who 
can influence the political agenda.  Issue expansion occurs when most of the actors in a particular 
policy domain are aware of the issue.  During the issue creation and issue expansion phases, there 
are incremental changes to policy (Lindblom 1979).  However, for fundamental policy change, 
political commitment is needed (Kingdon 1984:160).  Political commitment is obtained, either 
through politicians becoming aware of a problem;iii or through a change of administration which 
alters the political priorities.  Once political commitment is obtained, a "policy window" is said to 
open (Kingdon 1984:173).  The issue moves onto the policy agenda.  Those actors with policy 
knowledge then provide detailed policy options. 
 
The agenda setting framework does have the advantage of giving some structure to an analysis of an 
otherwise disparate set of institutions, operating practices and actors in the policy process.  
However, its use creates tensions in the research process.  The first one arises because the series of 
events under consideration appears as if they inevitably lead to the present outcome, that is, that 
there is a linearity to the outcome.  Moreover, historical changes in situations are often assumed to 
be states of "progression" toward the current position (Hopwood 1987).  This is far from the truth, 
instead, there is usually a "piecemeal fashion" to the rise of calculative technologies, and outcomes 
are not associated with beginnings (Miller and Napier 1993:633).  The second tension arises 
because of the necessity to choose particular transition points.  While some argue that the choice of 
particular points is arbitrary, analytical historians argue that "one period stands out in contrast to the 
other.  We cannot distinguish the precise moment when night becomes day, but the moment 
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comes when we know for certain we have passed from one to the other" (Garraghan 1973:23).   
 
The agenda setting framework distinguishes three phases of policy formulation;  issue creation, 
issue expansion and policy response.  An appropriate point to begin the analysis of Australian 
public sector financial reporting is in 1976 with the Royal Commission on Australian Government 
Administration (RCAGA).  This inquiry is considered to be a major landmark in public 
administration in Australia (Hazlehurst and Nethercote 1977), and has been "highly influential in 
thinking about public sector reform in Australia" (Halligan and Power 1992:120).  The rise of 
`accountable management' which impacts on public sector reporting has been sourced to this 
report (Guthrie 1994).  The end of phase one, the issue creation phase, can be said to occur in 
1983, with the formation of the PSASB.  The creation of the PSASB marked the entry of the 
organised accounting profession, into policy formulation for the public sector.  This meant that 
institutional arrangements surrounding financial reporting policy formulation had the potential to 
change.   
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Phase two (issue expansion) can be shown to end in 1988.  The end of the phase coincides with 
the election of Nick Greiner as Premier of the State of NSW.  The choice of this transition point 
follows Kingdon's (1984) recognition that fundamental policy change can only occur from events in 
the political arena.  He argues that "administrations change, bringing with them marked changes in 
policy agendas" (Kingdon 1984:160).   Halligan and Power (1992:122) argue that "the Greiner 
government assumed power with an agenda for change".  Although the incoming government 
espoused several management changes, financial issues played a significant role in the package.  
With its Commission of Audit (NSW Com. 1988) as the main mechanism for reform, the Greiner 
government pursued a policy of "comprehensive financial disclosure to the community" (Halligan 
and Power 1992:123).  One of the government promises was the introduction of accrual reporting 
and this marked a political commitment to a major change in reporting for NSW public sector 
agencies. 
 
The third phase (policy response) ends in 1996.  It will be argued that the phase from 1988 to 
1996 is one of policy response where detailed policies were developed.  By 1996 the PSASB had 
released its three specific public sector accounting standards AAS 27 Financial Reporting by Local 
Governments (AARF 1990), AAS 29 Financial Reporting by Government Departments (AARF 
1993), and AAS 31 Financial Reporting by Governments (AARF 1996), all of which recommend 
the adoption of accrual reporting. 
 
The analytical framework for the study is contained in Table 1. 
 
TABLE 1 HERE 
 
Having outlined the agenda setting framework, with its two components of the political agenda and 
a policy agenda, and its three phases of policy formulation, each of these phases will now be 
examined in detail.  In recognition of the importance of the political and economic context as a 
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backdrop to the analysis, each phase commences with a brief overview of this context, and a 
summary of the key analytical concepts, prior to the detailed analysis of the actors and processes 
involved in each phase. 
 
PHASE ONE - ISSUE CREATION (1976-1983) 
 
By the mid 1970s, the public sector was under scrutiny.  Australia, like overseas countries, was 
experiencing a `fiscal crisis'; there was a questioning of the role of the public sector (Emy and 
Hughes 1991); the size of the sector was under challenge (Groenewegen 1990:37); and there was a 
growing public concern about the spending of governments, and the perceived `inefficiency' and 
lack of `accountability' of government agencies.  Formal inquiries into the role of the public sector 
were conducted in most jurisdictions evidencing the growing complexity of, and increasing 
demands on governments (Halligan and Power 1992:120).  It is against this background of public 
sector scrutiny about the growth, performance and public accountability of government agencies, 
that the activities of the specific actors in the financial reporting policy community are examined.   
 
Initially, in the process of issue creation, there is usually more than one problem.  The process of 
issue definition/creation entails the definition of a problem in a particular way (Hogwood and 
Gunn 1984:8; Downs 1972:39).  Problem definition, or the process of conversion from a 
`demand' to an `issue' tends to mobilise the interest of actors not previously involved in the issue 
(Cobb and Elder 1972:19).  Moreover, the process of creating an issue and placing it on the 
political agenda means that politicians and other influential actors in the policy community are 
made aware of a particular problem (Kingdon 1984:21; Cobb and Elder 1972:161).   
 
Setting the political agenda 
During phase one, several parliamentary committees examined the accountability and reporting 
practices of statutory authorities.  In the Commonwealth, the Senate Standing Committee on 
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Finance and Government Operations (SSCFGO)iv was formed as a response to the "proliferation, 
lack of enforcement of sanctions, lack of accountability and timely reporting, and general lack of 
public scrutiny of [this] major area of governmental activity" (Rae 1982:273).  The Committee 
published five reports from 1978 to 1982 and showed a clear preference for accrual reporting over 
cash reporting by statutory authorities (for example, see SSCFGO 1980:74).   The Commonwealth 
Joint Committee of Public Accounts (JCPA) also showed a concern with the accountability of 
statutory authorities, in particular with its lengthy Report 199 (JCPA 1982), which will be reviewed 
later in this section.  In NSW, the Wilenski Review of NSW Government Administration 
(RNSWGA 1977); the Legislative Council's Select Committee on Public Accounts and Financial 
Accounts of Statutory Authorities (NSW Leg. Council 1978); the Joint Committee of the 
Legislative Council and Legislative Assembly (NSW Joint Com. 1980, 1981); and the NSW Public 
Accounts Committee (NSW PAC 1983) all highlighted inconsistencies in reporting by statutory 
authorities.  In Victoria, the 1981 report by the Victorian Parliamentary Public Bodies Review 
Committee (PBRC) (Vic. PBRC 1981), and the 1983 report by the Victorian Parliamentary 
Economic and Budget Review Committee (EBRC) (Vic. EBRC 1983) echoed a similar concern 
with the accountability of statutory authorities.  These Parliamentary committees argued that the 
adoption of accrual external financial reporting would be a solution to the perceived accountability 
`problem'.  With the major exception of the PBRC, these parliamentary committees saw the 
solution to `improved' reporting practices coming from within the public sector.v   
 
Several Auditors-General, who were also prominent members of the accounting profession 
promoted the use of accounting standards as `solutions' to the accountability problem.  The NSW 
Auditor-General used both his 1979-80 and 1980-81 reports to petition for the use of accounting 
standards by statutory authorities.  He used his ultimate power of qualification of reports for those 
agencies that did not adhere to accounting standards (NSW A-G 1980:353).  The Commonwealth 
Auditor-General also promoted the use of accounting technologies.  He initiated a joint study (with 
the Department of Finance) of the reporting requirements of statutory bodies.  The Working 
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Party's Exposure Draft on Guidelines for the Form and Standard of Financial Statements of 
Commonwealth Undertakings (hereafter referred to as the Exposure Draft) released in June 1980, 
used existing Australian professional accounting standards wherever appropriate, and modified 
them for public sector use.  However, it noted problems with the gap in existing standards (only 
nine standards existed at that time) and the fact that they had been developed for `business 
enterprises' in the private sector.  The Working Party recommended commissioning appropriate 
research into matters not adequately covered by professional accounting standards (Cwlth A-G 
1980:180).  In doing so, it flagged to the organised accounting profession the deficiencies of existing 
Australian accounting standards for the public sector, and the intentions of the Working Party that 
they be researched.   
 
Further pressure was mounted on the organised accounting profession by the Commonwealth 
Joint Committee of Public Account's (JCPA) response to this Exposure Draft.  When the JCPA 
received the Exposure Draft for comment, it embarked on a three-part strategy: the conduct of 
Australia-wide seminars of government accountants (in conjunction with the Australian Society of 
Accountants, now the Australian Society of Certified Practising Accountants); a survey on 
government financial reporting; and the preparation of a Discussion Paper (which became known 
as Report 199).  This proactive stance of the JCPA was instrumental in galvanising the interest of a 
large group of professional accountants working in the public sector.  They called for the 
establishment of an Accounting Standards Review Committee in the public sector to set accounting 
standards.  Without this action on the part of the JCPA, the financial reporting issue may have 
stayed at the Commonwealth level and general purpose financial reporting for the public sector 
may have continued to be an area of little interest to the organised accounting profession.  On a 
theoretical level, the process of converting a `demand' for changes to financial reporting into an 
`issue' mobilised the accounting profession which had hitherto not previously taken an active 
interest in the public sector. 
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Setting the policy agenda 
Individual accountants in government had also been pressuring for changes to the financial 
reporting of statutory authorities through their professional accounting associations.  The 
Government Accountants' Co-ordinating Committee (GACC) had been agitating for the 
development of public sector accounting standards since 1976 (GACC minutes 1976).  Moreover, 
they had been pressuring the Australian Accounting Research Foundation (AARF) for the 
initiation of research into accounting for non-business undertakings of government (GACC 
minutes 1981).  However, the AARF had shown little interest in the question of accounting 
standard setting for the public sector (Kenley 1978:561; Chua and Sinclair 1994:689).    
 
In response to continued pressure from the GACCvi for the AARF's involvement in the standard 
setting process, the National Council of the Australian Society of Accountants established a Task 
Force on Relationships with the Public Sector in November 1981.  The six member Task Force, 
consisting of prominent members of the public sector (chaired by the Commonwealth Auditor-
General and including the NSW Auditor-General) was asked to specifically examine the 
relationships between the ASA and governments in Australia, with particular reference to financial 
reporting standards for statutory authorities.  In its report presented in May 1982, the Task Force 
argued that the AARF was not the appropriate venue for the development of public sector 
standards (ASA 1982:5).  Rather, it recommended a joint profession and government Public 
Sector Accounting Standards Committee (PSASC) (ASA 1982:5).  The PSASC was expected to 
liaise with the AARF, and would make recommendations to government concerning accounting 
standards.   
 
While the JCPA in its Report 199 had proposed a committee within the public sector, the ASA's 
proposal concerning the institutional arrangements for accounting standard setting for the public 
sector was for a committee controlled by the accounting profession.   
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However, both proposals argued against the involvement of the AARF in the formulation of 
accounting standards for the public sector.   
 
The final institutional form of the PSASB followed neither of these suggestions, and was a product 
of the tension between the two professional accounting associations.  The Institute of Chartered 
Accountants in Australia wanted the issue to be handled by the AARF, the Australian Society of 
Accountants wanted a joint profession/government committee (EC minutes 1982).  Final 
agreement was reached at the Joint Standing Committee of the executives of the two accounting 
associations.vii  The PSASB was to be formed within the AARF.  Significantly, this meant that a new 
institution entered the public sector financial reporting policy community.   
 
In summary, during phase one of the policy process there was an accounting policy vacuum 
existing in the central agencies of governments - Treasuries and Departments of Finance.  
Individual actors (particularly some Auditors-General) who had strong links to the organised 
accounting profession promoted the use of general purpose financial reports as one solution to the 
perceived accountability `problem' of statutory authorities.  The accounting profession became 
involved in the public sector through the formation of the PSASB.  However, during the next 
phase of the policy process from 1984 to 1988, institutional actors promoted the use of accounting 
technologies, and an institutionalised accounting presence was formed in the central agencies of 
Treasuries and Departments of Finance. 
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PHASE TWO - ISSUE EXPANSION (1984-1988) 
 
In the mid 1980s, the ideas of corporate management were promoted as a response to broader 
concerns with the perceived inefficiencies of government agencies and the desire to obtain value 
for money from those agencies.viii  To optimise resource usage and hence improve efficiency, 
decision making was to be devolved to lower management levels (D of F 1988:6).  The adoption of 
accrual reporting was promoted as a useful extension to program budgeting as it assisted the 
establishment of performance measurement criteria, and provided information for management 
decision making (Vic. A-G 1986a:46).  In addition, more `commercial practices' were 
foreshadowed, such as user charging, risk management and cash management (D of F 1988:70).  
Specific concerns including the quantification of public sector debt and problems with funding for 
asset replacement, provided a more visible profile to financial reporting during this phase.  It is 
against this background of a focus on the results of government agencies (including departments) 
that the activities of PACs and Auditors-General are examined.   
 
For an issue to get onto the policy agenda for detailed policy formulation, it must first attain 
political agenda status (Kingdon 1984:21; Cobb and Elder 1972:161).  Issues can get onto the 
political agenda either by specific processes, or by the efforts of actors around government pushing 
certain issues (Kingdon 1984:21; Cobb and Elder 1972:89, 138).  During this phase, according to 
these authors, issue expansion occurs as a result of the persistent and progressive efforts of actors 
working to effect change to the political agenda.  Moreover, the activities of individual "policy 
entrepreneurs" in "softening up" other members of the policy community occurs during issue 
expansion.  "Softening up" is the process of getting ideas aired and talked about and generally 
recognised by other actors.  As policy entrepreneurs push their ideas in many forums, the "gradual 
encroachment", the "persuasion and diffusion" of ideas occurs, and they attract more currency 
within the policy community (Kingdon 1984:147). 
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Issue expansion on the political agenda 
Public Account Committees in several jurisdictions placed a primary focus on financial reporting 
practices during this period.  The South Australian Committee focused on asset replacement 
practices, with nine of their reports during this time concerned with this issue.  By the end of this 
phase, the committee was openly recommending the use of accrual accounting by all government 
agencies arguing the use of such techniques would have "warned" about the "huge amount of asset 
replacement" needed (SA PAC 1987:37).  The Tasmanian committee was also vocal in its support 
for accrual reporting recommending "the concept of accrual accounting for all aspects of 
Government activity" (Tas PAC 1988:3).  The Victorian EBRC also focused on accrual reporting 
and measurement policies, in particular superannuation reporting (see for example Vic. EBRC 
1984a, 1984b, 1984c, 1984d) and debt issues (Vic. EBRC 1986, 1987, 1988).  The NSW PAC 
likewise highlighted the `poor' accounting practices of government agencies, noting in particular 
unfunded superannuation liabilities (NSW PAC 1984) and `poor' reporting practices by statutory 
authorities (NSW PAC 1986).ix 
 
The other major actors on the political agenda are Auditors-General.  During phase one of the 
policy process, `entrepreneurial' Auditors-General were active, both in their own right, and 
through professional avenues, promoting the use of accounting standards for statutory authorities.  
By phase two, they continued to act as "policy entrepreneurs" (Kingdon 1984:189) and used a 
variety of forums to campaign for the use of professionally derived accounting standards by all 
public sector agencies (for example, see Vic. A-G 1986a:4; Vic. A-G 1986b:45-46; NSW A-G 
1985:12; NSW A-G 1986 Part I:10; NSW A-G 1987:17).  The outcome of their promotion meant 
that by the end of phase two, the majority of Auditors-General were promoting accrual reporting.  
The Northern Territory and Commonwealth Auditors-General were promoting the applicability of 
accrual reporting for departments (Cwlth. A-G 1986:73; NT A-G 1987:6; NT A-G 1988:44); and 
the Auditors-General in South Australia and Western Australia had also been "softened up" 
(Kingdon 1984:189) to the extent that they felt compelled to comment on the appropriateness of 
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accrual reporting for government departments in their annual reports (SA A-G 1987:xviii; SA A-G 
1988:xix; WA A-G 1986:4; WA A-G 1987:32-33).   
The main venue used to promote these changes was the biennial conferences between PACs and 
Auditors-General.  Until 1987, only minor interest had been shown in accounting issues.  
However, the 1987 conference placed a priority on the issue of accrual accounting, with papers by 
both the NSW Auditor-General and the Victorian Auditor-General recommending its 
introduction.  Again, both As-G were prominent members of the organised accounting profession 
and the Victorian A-G (Dick Humphry) was also the current chair of the PSASB.  The interest 
generated at this conference was the catalyst for a further conference on accrual accounting hosted 
by the NSW PAC in 1988 (NSW PAC 1988:ii). Both the 1987 and 1988 conferences have been 
instrumental in the "gradual encroachment" of ideas among participants.  The Tasmanian PAC 
report on accrual accounting (Tas. PAC 1988); and the 1987 annual reports of the NT, SA and 
WA Auditors-General, made direct reference to the papers on accrual accounting presented at 
these conferences (NT A-G 1987; SA A-G 1987;WA A-G 1987).   
 
While Auditors-General and PACs can only raise issues to the notice of Parliamentarians, their 
influence in the growing momentum gathering around the promotion of accrual reporting is 
evident during phase two.  On an analytical level, Kingdon (1984:132) argues that to study policy 
formulation in terms of the pressure of actors alone misses a large part of the decision making 
processes of governments.  The influence of the "gradual encroachment of ideas", the benefit of 
"working through problems and proposals", becoming persuaded of the merits or otherwise of the 
case is an equally powerful determinant of change.  A broad consensus of the applicability of 
accrual reporting for government departments was starting to emerge from groups of PACs and 
Auditors-General.  Even though there was by no means universal agreement on the applicability of 
full accrual reporting for government departments, there had been a discernible change in the 
positions of political actors.   
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Shaping the policy agenda 
The years from 1984 to 1988 represented a formative phase for the PSASB.  During this time it 
produced three groups of output:  work on the conceptual framework; individual accounting 
standards; and work on broad sectors of reporting (Shand 1989a:21).  The PSASB spent 
considerable time during its early years on the conceptual framework project, and members of the 
Board and prominent public servants argued the importance of this framework project to the 
public sector (Shand 1989a:21; Carpenter 1993:1).  Individual accounting standards were 
examined for their relevance to business undertakings.  With the benefit of hindsight, Shand 
(1989b:22) criticised this strategy, arguing that more time should have been spent on reporting by 
government departments where the standard of reporting was the poorest.  The Board produced 
its first `true' public sector document; Discussion paper No. 12 Financial Reporting by Local 
Governments (Greenall et al. 1988) in 1988 with the final standard AAS 27  being released in 
1990.  These documents advocated recognition of infrastructure and heritage assets by local 
governments and as such were crucial in shaping the agenda on these issues prior to their 
consideration in relation to government departments. 
 
While the progress of the PSASB during these years has been defended by those on the Board 
(for example, see Carpenter 1991; Shand 1989a), external commentators were critical of the 
Board's progress, arguing that the output was "unimpressive" and that it had not made a significant 
contribution to improving public sector financial reporting (Wise and Wise 1985; Walker 1989; 
Wells 1987).  Although the output of the Board received mixed appraisals during this phase, of 
crucial importance to the future developments in public sector reporting were the structural 
changes that were occurring within the Treasuries and Departments of Finance. 
 
Governments responded to the pressures emanating from `fiscal' constraints, and strategies 
designed to improve resource usage of government agencies, by the formation of an 
institutionalised accounting presence within the central agencies.  Accounting policy units (sections, 
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branches or departments of the central agencies of Treasuries and Departments of Finance) in 
which trained accountants formulate and coordinate financial reporting policy for the public sector 
were formed in most jurisdictions.x  Table II contains a summary of the date of creation of an 
accounting policy unit in each jurisdiction. 
 
 
TABLE II HERE 
 
 
 
By 1988 most jurisdictions had an accounting policy unit.  Treasuries and Departments of Finance 
which normally were staffed predominantly by economists now had an institutionalised accounting 
presence.  There was no longer an accounting policy vacuum in the central agencies.  Moreover, 
the personnel from these units were to play a fundamental part in the rise and promotion of 
accrual technologies. 
 
A key feature of the rise of accounting technologies in the public sector is the links which  
developed between the accountants in these units (accounting policy officers) and the PSASB.  
Table III contains a breakdown of the total public sector representatives on the PSASB according 
to their institutional location.xi   
 
TABLE III HERE 
 
Table III shows that prior to 1987 Auditors-General provided a large percentage of the public 
sector representation on the Board, evidencing the policy vacuum in the central agencies.  
However, since 1987 there has been an increasing trend to use accounting policy officers from the 
central agencies on the PSASB.  The policy development literature for the public sector argues that 
one of the aims of any interest group is to influence the government agency responsible for policy 
development (Pross 1986:145).  In line with this, it is arguable that the increasing use of accounting 
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policy officers as members of the Board could be seen as one means by which the PSASB was 
seeking to achieve influence over government regulatory agencies.  However, the links forged by 
the PSASB at this time were between individuals in these accounting policy units and the PSASB.  
Formal institutional links between the accounting policy units and the PSASB had not yet been 
built.  Further, the interaction was primarily initiated by the PSASB.    To this point, the Treasuries 
and Departments of Finance were not actively pursuing relations with the PSASB. 
 
PHASE THREE - POLICY RESPONSE (1988-1996) 
 
The fiscal pressures evident in earlier phases continued to provide the impetus for government 
reform during this period.  Corporate management philosophies gained momentum.  Many 
jurisdictions made a political commitment to accrual reporting during this phase.  This 
commitment created a "policy window" for accountants.  Kingdon (1984:173) argues that a "policy 
window" is "an opportunity for advocates of proposals to push their pet solutions".  Although the 
opening of a policy window requires the support of key political decision makers, it only focuses 
attention on problems, and does not provide the specific alternatives or means of coping with those 
problems.  Once a political commitment is obtained for a solution to a problem, the task of 
detailed policy formulation is passed to those actors working on the policy agenda.  Thus, while a 
policy window is opened in the political arena, once open, its main effect is on the policy agenda as 
the technical work of detailed policy is formulated by specialists (Kingdon 1984:21).  As politicians 
handed over the accrual reporting agenda to bureaucrats in Treasuries and Departments of 
Finance for detailed policy formulation, the opportunity for accountants to push their technologies 
had appeared. 
 
Political commitment  
Phase three is characterised by two complementary forces on the political agenda; the pressures 
from recommendations of commissions of audit, and the effect of the prevailing political climate of 
  
 
 21
the 1990s with its emphasis on intergovernmental relations.  It commences with the election of the 
Greiner government which marked a "policy window" for financial reporting in Australia.  Greiner 
became Premier of NSW in 1988, with a plan for reforming government through an emphasis on 
improved management techniques and financial results.  One of his financial management reforms 
was the pledge to introduce accrual accounting to all public sector bodies, that is, for governments 
and government departments, in addition to statutory authorities and public business enterprises.  
Commitment to reporting reform had now been made at the executive government level in one 
jurisdiction.  This commitment was reinforced by the NSW Audit Commission (Groom 
1990:144).   
 
Although NSW was the first jurisdiction to have a Commission of Audit, subsequent Commissions 
of Audit have been conducted in most Australian jurisdictions: Tasmania in 1992 (Tas. Com. 
1992); Victoria in 1992 (Nicholls 1992) and in 1993 (Vic. Com 1993); Western Australia in 1993 
(WA Com. 1993); South Australia in 1994 (SA Com. 1994); Queensland (Qld Com. 1996) and 
the Commonwealth (Cwlth Com. 1996) in 1996.  In most cases incoming governments established 
Commissions of Audit which have the ability to define political agendas at an early stage of a 
government's life.  Commissions of Audit are significant because they are predominantly staffed by 
accountants from the large accountancy firms, and with accountants from the accounting policy 
units of Treasury and Departments of Finance.  These venues provided a further opportunity for 
accountants from those units to promote their technologies.  All Commissions have recommended 
that departments and governments prepare consolidated reports under accrual concepts (a 
consolidated Operating Statement, Balance Sheet and Cash Flow Statement) (for example Tas. 
Com. 1992:203;xii Nicholls 1992:72; WA Com. 1993:145; Vic. Com. 1993:6; Qld Com. 1996:81).  
Researchers argue that Commissions of Audit are used to legitimize the policies of incoming 
governments (Walsh 1995).  Indeed, the recommendations of Commissions of Audit dramatically 
changed the focus of accounting reporting in Australia from a situation where various groups were 
pressuring Parliament for policy change, to a commitment to accrual reporting at the executive 
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government level.  The WA Commission of Audit has described this change from a "gradual 
groundswell of opinion which is slow in its impact" to that of "leadership committed to rapid 
change" (WA Com. 1993:153). 
 
The impact of recommendations of Commissions of Audit was heightened by the emphasis on 
intergovernmental relations.  The period since 1990 has been recognised as a unique time of 
cooperation between the various jurisdictions (Halligan and Power 1992:113; Davis et al. 1992:48; 
Wanna et al. 1992:57).  Formal intergovernmental working parties were formed in which to 
examine the principle of harmonisation of financial information between jurisdictions (the 
Working Party on Uniform Presentation of Government Financial Information; the Steering 
Committee for National Performance Monitoring of Government Trading Enterprises; and the 
Working Party on Accrual Accounting).  The outcomes of these Working parties demonstrated an 
`in principle' commitment to accrual reporting concepts.  Moreover, the Working Party on 
Accrual Accounting, which comprised the accounting policy officers from each of the Treasuries 
and Departments of Finance, was to be reconstituted as the Standing Treasuries Liaison 
Committee (STLC), and continue to formulate detailed accounting principles common to all 
Australian jurisdictions.  At an analytical level, these events in the political arena reinforce the 
theoretical proposition that detailed policy formulation can only be carried out by those actors 
involved with the policy agenda (Kingdon 1984:74).  Accountants had become a crucial part of the 
policy directions being pursued by Australian governments. 
 
Policy Response 
The aim of interest groups wishing to influence policy-making is to secure a recognised position 
with the central agencies (Pross 1986:145), in this case - Treasuries and Finance.  Indeed, it is the 
relationship between the two main institutional actors, that is, the PSASB and the accounting policy 
units of Treasuries and Finance, that is of interest to this phase of the policy process. 
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Although political commitment to accrual reporting was forthcoming by early 1990, there was no 
accounting standard on reporting by government departments.  In an effort to remedy this 
impediment, the public sector commenced funding the PSASB in 1990.  Public sector funding of 
the PSASB was only meant to be for a three year period (from the beginning of 1990 to the end of 
1992) to get a standard on government departments (W P on Merger 1992:35).  However, 
Treasuries have continued to fund the PSASB, to `speed up' public sector reporting 
developments.  While it is difficult to attribute output to the funding by the public sector, of crucial 
importance for the process of development of public sector reporting policy was the fact that the 
PSASB and the Treasuries and Departments of Finance were now financially linked, and hence 
`partners' in the policy process.     
 
Moreover, from 1990, the PSASB and the accounting policy officers routinely consulted on the 
work program of the PSASB.  For example, at the request of the accounting policy officers, the 
whole of government project, which had been given a relatively low priority in 1991, was elevated 
to a top priority in 1992 (PSASB Progress report 1992).  A further indication of this `partnership' 
was the protracted negotiations which took place between the STLC and the PSASB over the 
content of the standard on government departments (STLC minutes 1993a; STLC 1993b).  These 
negotiations occurred from November 1992 to August 1993, after the close of submissions to 
Exposure Draft 55 in June 1992 and before the release of AAS 29 in December 1993.  Further, 
the accounting policy officers (in the form of the STLC) formed the Project Advisory panel for the 
Discussion Paper on Reporting by Governments.  Detailed discussions occurred between the 
STLC and the PSASB over the content of this standard.   
 
A dependency, a `professional network'  had developed between these two groups - the PSASB 
and the STLC.  The network was based on a dedicated group of professionals who shared a 
common accounting methodology, and had regular contact - both on an institutional basis and in 
formal and informal capacities.  Moreover, the links appeared to be durable, there being financial 
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links, organisational support and regular meetings.  A mutual dependency existed between 
governments and the PSASB in the area of policy-making governing external financial reporting for 
the public sector.   
 
The results of this network can be viewed by observing events surrounding Exposure Draft 62 
Financial Reporting by Governments.  Heads of Treasuries became involved in the process, 
discussing the proposals of ED 62 at their meeting in 1995 in Perth.  There was a feeling from 
some Heads of Treasuries that they had not been kept fully informed of developments in the 
whole of government reporting project by their accounting representatives on the STLC.  At a 
subsequent meeting of Heads of Treasuries in Adelaide, in December 1995, there was agreement 
that the issue of the accounting standard could not be stopped, and only influenced at the margin 
in an attempt to achieve some harmonisation with GFS.  As a consequence, at the request of 
Heads of Treasuries, the introduction of AAS 31 was delayed by six months to allow the 
implications of the standard to be investigated (Micallef 1997:50).  As Micallef (1997:50) has stated, 
the issue of AAS 31 "fills the last of the major voids in public sector financial reporting".  At the 
policy level, the acceptance of accrual methodologies over cash methodologies in the public sector 
had been largely completed. 
 
CONCLUSION 
 
Since 1976, extensive reforms have been made to the rules governing financial reporting by public 
sector bodies in Australia.  The objective of this paper was to provide an analysis as to how general 
purpose financial reporting became a significant issue for governments in Australia.  It was argued 
that an analysis should consider both the prevailing economic and political contexts within which 
actors contest and negotiate different policy options, as well as the specific events and the methods 
and strategies used by adherents to promote accrual accounting technologies.  The agenda setting 
literature provided the framework for the analysis.  Such a framework allows a wide range of 
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seemingly unrelated facts, actors and process to be merged and leads to an understanding of 
agenda change as the product of a combination of factors as well as their separate development.  
The agenda setting framework caters for incremental change as well as sudden policy change. 
 
The main finding of this study is that accrual reporting for the public sector became an issue 
because the political and economic environment existing in Australia since the late 1970s, created 
the climate for the promotion of techniques which favoured reporting on the financial 
performance of governments and their agencies.  These techniques were promoted by many 
influential public sector "policy entrepreneurs" operating from within government institutions, and 
often aligned with the organised accounting profession.  The analysis suggests that prior to the 
1980s, there was a policy vacuum in the central agencies of most jurisdictions and this allowed pro-
active Auditors-General to take the lead in policy formulation.  However, since the late 1980s, 
accounting methodologies have been promoted by accounting policy units which formed in the 
central agencies of Treasuries and Departments of Finance, and these units have increasingly had 
links with the PSASB.  The findings of this research support Kingdon's (1984) propositions that 
ideas come from many sources, and what is important is the climate of `receptivity' that allows 
ideas to take hold.  There is no one actor or event which determines a policy outcome.  Items rise 
onto agendas due to several factors coming together at a given point in time, and not to the effect of 
one or another of them singly.  However, policy outcomes are not merely the result of a random 
process of events.  They are influenced by the means and motivations of the institutions that 
support them.  An understanding and interpretation of the actions of the actors, operating within 
the established processes of their institutions, and influenced by the prevailing political and 
economic climate provides the explanation of outcomes.   
 
A limitation of this study flows from its nature.  This paper has examined the promotion of 
accounting methodologies throughout the public sector.  It has not examined the implications of a 
change in the accounting method by governments and government departments.  It is important 
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that a critical assessment of the introduction of the language of accounting, the `consequences of 
calculation' , the attribution of `meaning' to these calculations and the problems and deficiencies of 
the calculations, particularly as they apply to areas of public policy not previously reduced to 
accounting technologies be addressed.   
 
There exists considerable scope for future research.   Technical procedures are neither value 
neutral nor policy neutral.  Accounting methods determine the manner in which items are both 
reported and measured.  Decision making on the basis of this information often involves the 
allocation of resources, and/or management reporting of performance.  The consequences (both 
intended and unintended) of the use of these standards should be the focus for further studies at 
both the department and sector level.   
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i.The importance of a study of context to accounting research in general was first raised by 
Burchell et al. in 1980. 
ii.The terms political agenda and policy agenda are used in this paper because they provide a 
clear description of the nature of each of the agendas.  Cobb and Elder (1972:14) use the terms 
`systemic agenda' and `institutional agenda', whereas Kingdon (1984:3) uses the terms 
`governmental agenda' and `decision agenda'.   
iii.Awareness of a problem can occur either by a disaster occurring, or by the persistent efforts of 
actors proactively raising attention to an issue (Kingdon 1984:92; Cobb and Elder 1972:86). 
iv.In 1988 this committee changed its name to the Senate Standing Committee on Finance and 
Public Administration (SSCFPA). 
v.The PBRC's third report to Parliament was titled Report on a Study of the Audit and Reporting 
Responsibilities of Public Bodies in Victoria (Vic. PBRC 1981:5).  This report was published in 
March 1981 and is sometimes referred to as the `Touche Ross Report' after the firm of chartered 
accountants engaged to prepare it on behalf of the Committee.  The report recommended that the 
accountancy profession should set accounting standards for the public sector, with public bodies 
contributing resources to that end (Vic. PBRC 1981:98). 
vi.The GACC was renamed the National Government Accountants' Committee (NGAC) in 
1981. 
vii.The Joint Standing Committee of the ASCPAs and the ICAA is a committee comprised of 
executives of both bodies established to resolve issues common to both bodies. 
viii.The most comprehensive of the reform programs was the Commonwealth's Financial 
Management and Improvement Program (FMIP), established in 1984. 
ix.The NSW PAC reported that 78% of statutory authorities had received at least one exemption 
from the legislative reporting requirements, and many others had not complied with the 
requirements and had not applied for exemptions.  They were of the opinion that the level of 
exemptions was "excessive" and noted their dissatisfaction with the situation. 
x.`Accounting policy officer' is the term used to described the accountants working within these 
units. 
xi.The PSASB has nine members. 
xii.The Tasmanian Commission concentrated on the production of a consolidated Balance Sheet, 
rather than on an Operating Statement or Cash Flow Statement. 
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Table IThe analytical framework for the study 
 
 
 
STUDY 
 
 
 ISSUE 
CREATION 
  
 ISSUE EXPANSION 
  
 POLICY  
 RESPONSE 
CHRONOLOGY  Phase One: 
 1976 to 1983 
 Phase Two: 
 1984 to 1988 
 Phase Three: 
 1988 to 1996 
POLITICAL 
AGENDA 
 Setting the political  
 agenda 
 Issue expansion on the 
political agenda 
 Political  
 commitment 
POLICY 
AGENDA 
 Setting the policy  
 agenda 
 Shaping the  
 policy agenda 
  Policy response 
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Table IICreation of accounting policy units in Treasuries and Departments of Finance  
 
Jurisdiction Date of Creation Source 
Cwlth 1976 a 
Vic. 1983 a 
NSW 1984 a 
WA 1985 a 
Qld. 1986 a 
NT 1987 a 
SA 1987 a 
Tas. 1990  b 
 
Source:a Relevant Annual Report 
b Information supplied by relevant accounting policy officer 
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Table IIIInstitutional location of PSASB public sector representatives  
 
 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 
Central 
Agency 
1 1 2 1 3 3 3 3 4 4 3 
Auditor 
General 
 
2 2 2 2 1 1  ½a 1 1 1 
Local 
govt. 
    1 2 2 1 1  1 
Line 
Agency 
1 1  1   1 1 1 1 1 
Other 
 
       ½a    
 4 4 4 4 5 6 6 6 7 6 6 
 
Source:PSASB Progress Reports 
aIndicates membership for half a year. 
